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2 U.S.C. § 434(b) 

Audit Documents 
Disclosure Reports 

None FEDERAL AGENCIES CHECKED: 

I. INTRODUCTION 

This matter was generated by a referral fi'om the Audit Division ("Referral") following a 

Gommission audit pursuant to 2 U.S.C § 438(b). On July 11,2012, tfae Commission approved 

fhe Final Audit Report ("FAR") of National Right to Life Political Action Committee and Josepfa 

M. Landmm in his official capacity as treasurer ("NRTL PAG"), which recommended that the 

Gommission adopt a finding that NRTL PAG misstated its financial activity in 2007 and 2008. 

SeeAitSich. 1. 

Based on a comparison of bank records witfa NRTL PAC's reported figures, tfae FAR 

showed a misstatement of receipts and cash-on-faand in 2007 and disbursements and casfa-on-

faand in 2008. In 2007, NRTL PAC overstated beginning casfa-on-faand by $130,932, understated 

receipts by $29,624, and overstated ending casfa-on-faand by $104,632. In 2008, it overstated 
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1 disbursements by $ 1,437,635 and understated ending casfa-on-faand by $ 1,300,378.' On 

August 8,2012, tfais Office notified tiie Respondents of tfae Referral in accordance witfa 

Gommission policy. See Agency Procedure for Notice to Respondents in Non-Complaint 

Generated Matters, 74 Fed. Reg. 38617 (Aug. 4,2009). NRTL PAG did not respond.^ 

We recommend tfaat the Commission open a Matter Under Review ("MUR") and find 

reason to believe that NRTL PAC violated 2 U.S.C § 434(b) by misstating its financial activity. 

Additionally, we recommend that the Gommission enter into pre-probable cause conciliation 

8 with NRTL PAG and approve tfae attacfaed conciliation agreement. 

II. FACTUAL AND LEGAL ANALYSIS 

A. Factual Background 

The following tables set forth the discrepancies identified in the Referral for NRTL 

13 PAC's beginning and ending cash balances, receipts, and disbursements for 2007 and 2008. 

14 Each table is followed by an explanation of the misstatements. 

9 
10 
11 

12 

Table 1: NRTL PAC 2007 Activity 
Item Reported Bank Records Discrepancy 
COH January 1,2007 $612,737 $481,805 $130,932 

Overstated 
Receipts $53,518 $83,142 $29,624 

Understated 
Disbursements $102,265 $105,589 $3,324 

Understated 
COH December 31,2007 $563,990 $459,358 $104,632 

Overstated 

' These figures were derived from a comparison of NRTL PAC's bank records to its most recently amended 
reports at the time of the audit. The audit also compared NRTL PAC's original reports with bank records, which 
showed that NRTL PAC had overstated disbursements in the amount of $687,536 for 2007 and 2008. See Referral 
at 4. 

^ Having received no response to the referral notification, the Office of General Counsel contacted the 
treasurer to inquire whether a response was forthcoming. On September 7,2012, NRTL PAC's treasurer confirmed 
that the Committee did not intend to submit a response. 
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According to the Referral, the overstatement of beginning cash-on-faand by $130,932 in 

2007 likely resulted from prior period discrepancies. The understatement of receipts by $29,624 

resulted fi'om unreported bank interest of $14,771, unreported vendor refunds for radio ads of 

$4,051, and an unexplained difference of $10,802. NRTL PAC also understated disbursements 

by $3,324, resulting in a $104,632 overstatement of its ending casfa-on-faand for 2007 ($130,932 

- $29,624 = $101,308; $101,308 + 3,324= $104,632). 

Table 2: NRTL PAC 2008 Activity 
Item Reported Bank Records Discrepancy 
COH January 1,2008 $563,990 $459,358 $104,632 

Overstated 
Receipts $3,626,011 $3,593,386 $32,625 

Overstated 
Disbursements $4,718,401 $3,280,766 $1,437,635 

Overstated 
COH December 31,2008 ($528,400) $771,978 $1,300,378 

Understated 
7 

8 According to tfae Referral, tfae overstatement of disbursements of $ 1,437,635 in 2008 

9 resulted from an unexplained over-reported difference of $ 14,692, disbursements to a vendor of 

10 $ 1,526,656 ffaat NRTL PAC double reported, and other over-reported disbursements of $80,357, 

11 offset by unreported disbursements of $ 184,070. 

12 The Referral notes that tiie duplicate reporting to tfae vendor, wfaicfa constitutes tfae bulk 

13 of tfae overstated disbursements, was due to NRTL PAC's incorrect reporting of independent 

14 expenditures. NRTL PAC paid its printing vendor for independent expenditures in advance of 

15 the dissemination dates, and correctly reported these payments on Schedule B, line 21 b, as 

16 operating expenditures. It also correctly disclosed the printed independent expenditures on 

17 Schedule E when it disseminated the materials. Once NRTL PAC disseminated the printed 

18 independent expenditure materials, it also should faave subtracted tfae amounts of these 
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1 expenditures (the previously reported advances) from Schedule B, line 21 b on its next disclosure 

2 report. NRTL PAC failed to do so, however, substantially inflating total disbursements by 

3 reporting those disbursements twice, once on Schedule B and again on Schedule E.̂  

4 In response to tiie Interim Audit Report's recommendation, NRTL PAC amended its 

5 reports to properly disclose 2007 and 2008 activity. 

fs 6 B. Legal Analysis 
: O 
I 1̂  7 The Federal Election Act of 1971, as amended (the "Act'*), requires tteasurers to file 
: Kl 

Ml 8 reports disclosing tfae amount of cash-on-faand at the beginning and end of each reporting period; 
sr 
^ 9 the total amount of receipts for the reporting period and for tfae calendar year; and the total 
Ml 

rH 10 amount of disbursements for the reporting period and for the calendar year. See 

11 2 U.S.C. § 434(b)(1), (2), (4). NRTL PAC did not comply witfa tfae Act's reporting requirements 

12 when it overstated beginning cash-on-hand by $ 130,932, understated receipts by $29,624, and 

13 overstated ending cash-on-faand by $104,632 in 2007; and wfaen it overstated disbursements by 

14 $1,437,635 and understated ending casfa-on-faand by $1,300,378 in 2008. Tfaerefore, we 

15 recommend tfaat tfae Commission find reason to believe tfaat NRTL PAC violated 2 U.S.C. 

16 § 434(b). 
17 
18 
19 
20 

21 

^ During the audit hearing, NRTL PAC's counsel stated that most of the misstatement resulted from this 
bookkeeping error. Referral at 3. Counsel explained that NRTL PAC became aware of a reporting error due to a 
negative cash-on-hand balance prior to filing its disclosure reports, filed those reports with the incorrect negative 
cash-on-hand balance, and subsequently discovered the cause of the eiror shortly before the audit began. Id. at 3-4. 
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!H 10 IV. RECOMMENDATIONS 

11 1. OpenaMUR. 

12 2. Find reason to believe tfaat National Rigfat to Life PAC and Josepfa M. Landmm in fais 

13 official capacity as treasurer violated 2 U.S.C § 434(b). 

14 3. Approve tfae attacfaed Factual and Legal Analysis. 

15 4. Enter into conciliation with National Right to Life PAC and Josepfa M. Landmm in 
16 fais official capacity as tteasurer prior to a finding of probable cause to believe. 

17 5. 

18 

19 

20 

21 

22 

23 

24 

25 
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6. Approve tfae appropriate letter. 

Dafe 

Attachments: 
1. Final Audit Report 

Anthony Herman ^ w 
General Counsel 

Kathleen Guith 
Deputy Associate General Counsel 

for Enforcement 

msan L. Lebeaux 
Assistant General Counsel 

Delbert K. Rigsby 
Attomey 
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Why the Audit 
Was Done 
Federal law pennits the 
Commission to conduct 
audits and field 
investigations of any 
poiiticai committee that 
is xequired to file 
repoits imder tfae 
Federal Election 
Campaign Act (tfae 
Act). Hie Conunission 
generally conducts such 
audits v̂ en a 
conmiittee appeamiBit 
to have met tfae 
threshold requirements 
for substantial 
compliance witfa the 
Act' The audit 
determines whether the 
committee complied 
with the limitations, 
prohibitions and 
disdosure requirBmeots 
of tfae Act 

Future Action 
The Conunission may 
initiate an enforoement 
action, at a later time, 
witfa respect to tfae 
matter discussed in tfais 
report. 

ilbout the Conunittee (p. 2) 
The National Right to Life PbUtiical Action Committee is a separate 
segregated fund of tfae National Riĝ it to Life Committee and is 
headquartered in Wasfaington, DC. For more information, see tfae 
cfaart on the Cammitlee Organization, p. 2. 
Financial Activity (p. 2) 
• Receipts 

o Fhmi Individuals $3,662,627 
o From Otiier Political Committees 9.8S0 
o Ofbets to Operating Expenditures AJQSl 
Total Reoeipts $ 3^6fi2S 

• DIsbunements 
o Operating Expenditures 
o Independem Expenditures 
o Contributions to Otiier Committees 
Total Disbursements 

ConuniBslon Finding (p. 3) 
• Misstatement of Financial Activity 

$ 567,680 
2,804.925 

13.750 
$3,38^5 

2U.S.C.§4380>). 
ATTACHMENT. 
P a g e _ _ L . 
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Parti 
Backgromid 
Authori^ ffor Audit 
This report is based on an audit of tiie National Right to Life Political Action Cominittee 
(NRL PAC), undertaken by die Audit Division of die Federal Election Conunission (die 
Comniission) fai accordance wifli tiie Federal Election Cainpaign Act of 1971. as 
ainended (ffae Act). The Audit Division conducted tiie audit pursuant to 2 U.S.C. 
(438(b), wfaidi pennits tiie Commission to conduct audits and fidd investigations of any 

• political conunittee that is required to file a report under 2 U.S.C. §434. Prior to 
m conducting any audit imder tfais subsection, tiie Conmdssion must perfomi an intend 
Ml reviewof i«iKiits filed by selected committees to determine if tfae rqxMis filed by a 
Ml partictiiar commiitee meet the thresfaold rflquiiemeiits for sobstantid onmjfliance wifli die 

Act 2U.S.C.fi438(b). 
sr 
Q Scope off Audit 
Ml Fbllowtaig Ĉ onunission-approved procedures, flie Audit staff evduated various risk 
H factors and, as a result, flds audit exanuned: 

1. tfae disdosure of disbuisements, dd>ts and obligations; 
2. die disdosuxe of uidividud contributors' occopation and name of employer; 
3. flie consistency between reported figures and bank records; 
4. tfae completeness of records; and 
5. ofliercoaunittee operations necessary to flie review. 

Limitations 
NRL PAC satisfied tiie recordkeeping lequirements of 11 CFR §102.9 concerning 
disbursements. Testfaigof hidependent expenditures and debts was limited to a review of 
the disburseinent records NRL PAC provided to tfae Audit staff. Absent review of extemd 
documentation sueh as some invoices ami broadcast suuion infonnation, die Audit staff was 
unable to determine wliether repoiting independent expenditnna or debts was required. 

Audit Hearing 
NRL PAC requested a hearing befoie the Conunission. The request was granted and die 
faearing was held on Fdmiory 15,2012. At die hearing, NRL PAC addressed issues 
rdated to tfae scope linutation, the misstatement of financid activity and tfae disdosure of 
occupation and name of employer information.' 

' New faifbmiation presented by NRL PAC at the hearing resulled hi flie removal of a findiag on the 
dtedosuie of oecupatioii ud name of en̂ loyer infomiation fiom dw audit rqiort. 

ATTACHMENT-i 
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Fart n 
Overview of Committee 

Committee Oigaiiization 
Important Dates 
• Date of Registration July 12.1979 
• Audit Coverage Januaiy 1,2007 - December 31.2008 

Headquaitera Wasfafaigton. DC 

Bank Infomiation 
• Bank Depositories One 
• Bank Accounts Two 

IVeasurer 
• Treasurer When Audit Was Conducted Carol Tobias (October 29.2009 - June 

9.2011) 
Joseph M. Landmm (June 10,2011 -
Pkesent) 

• Treasurer During Period Covered by Audit Amarie Natividad 
(Januaiy 1,2007 - Septeniber 3.2008) 
Card Tobias 
(September 4.2008 - December 31, 
2008) 

Manaeement Information 
• Attended Conunission Campaign Fmance 

Seminar 
Yes 

• Who Handled Accounting and 
Recordkeepuig Tasks 

Paid staff 

Overview of Financial Activity 
(Audited Amounts) 

Cash-on-hand @ January 1.2007 $ 481.S0S. 
Reedptfl 
o From Individuals 3.662.627 
o From Other Politicd Committees 9.850 
o OffsetS-to Operating Expenditures 4.051 
Total Recdpts $ 3^6328 

Disbursements 
o Operatmg Expenditures 567.680 
o Independent Expenditures 2.804.925 
o Contributions lo Otfaer Committees 13.750 
Totd Disbursements $ 3b386J5S 
Cash-oB-linnd e December 31,2008 $ 771,978 

ATTACHMENi:—!— 



Partm 
Smnmary 
Cominission Finding 
BUsstatement off Financial Activity 
Durfaig audit fieldwoik. a comparison of NRL PAC's reported figures witfa bank records revealed 
a misstatement of recdpts and cash-on-hand in 2007 and disburseinents and cadi-on-hand in. 

^ .2008. In 2007, NRL PAC oventatedbegfaudngcadi-on-hand by $130,932. undentatediecê  
by $29,624 and overstated enduig cash-on-hand by $104,632. In 2008, Iild«.PAC.o»BrBtated 

tfl disbursements by $1,437,635 aid undentated tfae endiî  In 
Ml response to tfae linterim Ajidit Rqport recommendation amended reports. 
Ml properly disdoBing20074ud̂ 84wtivity. The NRL PAC treasurei stated diet NRL PAC 
^ wodd recondle its most noenflyrq̂ eited cadi balance and amend its cadi bdan^ 
"* disdosure report filed. sr 
O 
Ml In addition, tiie origfaud reports filed by NRL PAC for 2007 and 2008 leveded an ovecstatement 

of disbursements hi tiie amount of $687,536. NRL PAC did not submit any additiond 
infoimation or written conmients in response to tfae fioterim Audit Rqport. 

Tbe Commission approved bofli parts of a findhig fliat NRLPAC misstated financid activity for 
2007 and 2008. (For moie detail, see p. 4.) 

ATTACHMENT. ' 



Part IV 
Commission Finding 

I Bfisstatement off Financial Activity I 

Sanunsiy 
During audit fiddwodc, a comparison of NRL PAC's reported figures wifli bank records leveded 
a nusstatement of recdpts and casfa-on-faand hi 2007 and disburseinents and casfa-on-hand in 

CO 2008. In 2007. NRL PAC oventdedbeginnuigcadi-on-hand by $130,932. understated recdpts 
by $29,624 and oventatedemUng cash-on-hand by $194,632. lii 2008. NRL PAC overstated 

^ disbursements by $1,437.635 and understated the ending cash-on-faand by $1.300.378. In 
1̂  response to die Interim Audit Report recommendation, NRL PAC filed amended repoits. 
jhq pniiperiy disdosing 2007 and 2008 activfty. The NRLPAC treasurer stated tint NRLPAC 
^ wodd reconcile its most recentiy lepoited cadi balance and amend its cadi balance on die nex 
sr disclosure report filed. 
Q 
1̂  In addition, tfae origind rqxiits filed by NRL PAC for 2007 and 2008 reveded an oventatement 

of disburseinents in die amount of $687,536. NRL PAC did not siibmit any additiond 
information or written comments in response to tfae Interim Audit Report. 

The Commission approved bofli parts of a findhig tlutt NRLPAC misstated finandd activity for 
2007 and 2008. 

Lefial atandaxd 
Contents of Reports. Eadi report must disdose: 
• die amoum of cadi-on-hand at tlie begbdng and end of tfae reportuig period; 
• die totd amountof recdpts for tfae repoitfaig period and for die cdendar year; 
• die totd ainount of disbiiTBeflaentsftir die repoitfaig period and for tfae cdendar yeâ ^ 
• ceitaui ttansactiOns tfaat require itemization on Sdiedde A (Itemized Recdpts), Schedde B 

(Itemuwd Distiursements) or ScfafeduleE (Itemized bidqpendent Expenditures). 2U.S.C. 
§434(b)(l).(2).(3),(4)and(5). 

Faoti and AnaljyslB 

A. Miflstatemcnt of Activity on Amended Reports as Compared with Bank Records 

1. Facts 
During audit fiddwoik. tfae Audit staff reconciled reported activity wifli bade records fior 
cdendar years 2007 and 2008. Tlie followuig charts outline tlie discrepancies for tfae 
beguuung and endfaig casfa bdances. recdpts and disbursements for each year. Suoceedhig 
paragrapfas address tfae reasons for the ndsstatements. 

ATTAC3IMaEMX--l 
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2007 Activity 
Reported BankRecords DIscrQMuicy 

Begmning Casfa Bdance 
.9 January 1.2007 

$612,737 $481,805 $130,̂ 2 
Oventated 

Receipts $53,518 $83,142 $29,624 
Undentated 

Disbiusements $102,265 $105,589 $3,324 
Understated 

Enduig Cadi Bdance 
® December 31.2007 

$563,990 .$459,358 , $104.̂ 2 
Overstated 

Tbe oveistatement of die begbdng cadi-on-faand by $130,932 likdy resulted from prior-
period discrepancies. 

The undentatement of receipts resdted fiom die foUowfaig: 
• Bade interest not repotted 
• Vendor refonds for radio-ads not reported 
• Unexplained difference 

Understatcincat of recdpts 

$ 14,771 
4.051 

10.802 

Tbe misstatements described above resdted fai a $104,632 oventatement of die endmg 
casfa-on-faand. 

2008 Activity 
Reported BankRecords Discrepancy 

Beginning Cadi Balance 
@ January t, 2008 

$563,990 $459.3̂ 18 $104,632 
Oventated 

Recdpts $3,626,011 $3,593,386 $32,625 
Overstated 

Disbursements K718.4P1 $3,280,766 $1,437,635 
Oventated' 

Ending Casfa Balance 
9 December 31.2008 

$(528,400) $771,978 $1,300,378 
Undentated 

Tbe overstatement of disbunements resdted fiom die following: 
• Unreported disburaements $ 184.070 
• Disbiusements to printing vendor reported twice (1.526.656) 
• Over-repciited disbmsements (80357) 
• Unexplained difforenoe (14.692) 

Net overstatement of disbursenients XfL437.63Ŝ  

Tbe duplicate lepoitiiig of $1,526,656 hi disbmsements to die printfaig vendor was due to 
uicorrectrqioitnigof uidî ieiidenteiipenditures. NRL PAC pdd fior fliese udependent 

ATTACHMENT 
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expenditures m advance of die dissemmation dates. NRL PAC diould faave reported fliese 
advance payments on ScfaeddeB,Luie 21b. as operating expodinues. Once NRL PAC 
distributed die printed materids, it diouM faave subtracted tfae amoiuits of fliese 
expenditures ftom Une 21b and[«poited tfaem as fadqiendeat expendittaes on Scfaeddfc 
E. NRL PAC coirectiy reported dieseexpendittuss on Line 21b when die pnynomtsweie 
made, flien conectiy disdosed die faidqiadcm expemKtnres on Sd^ 
dissenrination of tbe materials. However, NRL PAC fdled to subtract die amount of flie 
uidependent expenditures fiom Line 21b. 

The ndsstatements described dxive resdted in a $1,300,378 undentatement of die endbg 
Q cadi-on-faand. 

^ 2. Interim Audit Report & Audit DIvlsloD Recommendation 
^ Tfae Audit staff discussed die misstatements for 2007 and 2008 widi NRLPAC 

representatives durfaig tfae ent eonfieienee and provided o()pies of rdevam woik pQ^ 
«T ' detailuig tfae misstatements. NRL PAC representatives stated tfaat tfae comnuttee would file 
sr die necessary amended lepoitSt Amended reports filed by NRL PAC after flic .exit 
O conference corrected some, bm nm dl, of tfae misstatements. 
Ml 

The Interim Audit Report recommended flut NRL PAC: 
• amend its repoits to conem tfae lemdnfaig ndsstatemems noted above; 
• reconcile tfae casfa bdanoe on its most recem report to identify any subsequem 

discrepandes tfam could affect tfae recommended adjustniems; and 
• adjust easfa as necessaiy on its most leoent report, notfaigfluit flie cfaange is tfae 

resnlt of prior-perkd adjiotments. 

3. Conunittae Response to lotedm Audit Report 
NRL PAC filed amended 2007 and 2008 rqxnts to properly disdose activity as 
recommended. In a subsequent comnnmication, ttie currem NRL PAC treasurer stated tfaat 
die committee wodd reconcile Ifae most recem cadi bdance aid indude tfae revised figure m 
tfae next report filed to comply widi tfae recommendation. 

4. Draft Ffaud Audit Report 
Tb» Dmft'Ffaud Audit Report noted fliat. fai response to flie imerim Audit Rqxnt. NRL PAC 
auRndod its nq;nuts to properly disdose activity as recoBim«ndBd by dte Audi 

5. Committee Response to the Draft Fbid AuditReport 
NRL PAC requested an Audit Hearing. In addition, NRLPAC noted tfaat dte misirtatemem 
was largdy due to abookkeepuig error. 

6. Audit Hearing 
During the audit bearing, NRL PAC oounsd rdterated tiut most of die misstatemem resdted 
fiom a siihple ndsudte. Hn t̂ l̂tSaaed tfaat NRL PAC became aware of this inpmting enor 
due to a negatiiw casfaKm-faand bdance prior to filuig itŝ disdosure repoits. NRL PAC filed 
the reports witfa tfae inconect negative casfa babmce ud subsequentiy discovered die cause of 

ATTACHMENT-J 
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tfae enor shortly befbre oommencemem of dte audit. Ĉ onective amendments were filed in 
response to dte Imerim Audit Rqxirt. 

CommliMrion Conclualon 
On May 24.2012. dte Conunission considered tfae Audit Division Recommendation 
Memorandum ui wfaich tfae Audit staff recommended diat flte Cbnunission find NRL PAC 
misstated its activity fai 2007 and 2008. 

The Commission approved dte Audit staffs reoonunendatkm. 

^ B. Misstatement of Actldty Reported on ()rlglnd Reports as Compared with Bank 
1̂  Records 
Ml 
ffl 1. Facts 
Kl In addition to exandnfaig tfae most recem reports filed by NRL PAC prior to tfae audit, die 
^ Audit staff compared tlie origuid repoits filed witfa tfae badt records and discovered a 
^ ' $687,536 overatatemam ctf disbunements fai 2007 and 2008. This ndsstatemem was latgdy 
Q duetod»iiiconeaiMg<tfi»iepeiKlett 
^ 2. Interim Audit Report & Audit Division Reoommcndatlon 

The Audit staff discussed die misstatements fbr 2007 and 2008 widi KRL PAC 
representatives during tite exit confieience and provided cppies of rdevam woric papen 
dmdling tfae misstatements. 

Tiw btorim Atdit Report recommended fliat NSL PAC submit any additioiud infonnation or 
written comnrams it considen relevam to flte matter. 

3. Comnrittee Response to Ihtertan AuditReport 
NRLPAC did nm sdmut any additiond uifonnation or written conunents regarduig flds 
matter. 

4. Draft Find Audit Report 
Tbe Draft Ffaud Audit Report noted flut NRLPAC did nm address tills issue fai its response 
to dw hiterim Audit Report. 

5. Committee Response to the Draft Fbid Audit Report 
NRL PAC dM nm spedfically address dds issue In Its response to dw Draft Ffaud Audit 
Report. 

6. Audit Hearing 

Tbis issue was nm specificdly addressed at dw Audit Hearing. 

Commlaulon Conclusion 
On May 24.2012, tfae COmndssion considered flw Audit Division Recommendation 
Memorandum fai wfaidi tite Audit staff recommended tiut tite Ckmunission find NRLPAC 
nusstated its activity Ul 2007 and 2008. 
Tbe Commission approved tfae Audit staff's reconunendation. 

ATTACHMENT L 


